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E.O. 11652: N/A 
TAGS: EFIN 

SUBJECT: INDIAN DEBT RESCHEDULING 

REF: STATE 273320; BONN 882 

1. ON JANUARY 22 EMBOFF DISCUSSED US INTEREST IN 
HANDLING INDIAN DEBT RESCHEDULING IN SEPARATE CREDITOR 
CLUB FRAMEWORK WITH GEHRING IN FRG ECONOMICS 
MINISTRY, WHO HANDLES MOST OF FRG DEBT RESCHEDULING 
WORK IN CREDITOR CLUBS. WHILE GEHRING AGREED THAT 
THERE WERE ADVANTAGES TO HAVING INDIAN RESCHEDULING 
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FURTHER CONSIDERATIONS THAT MILITATED AGAINST 
SEPARATION OF RESCHEDULING FROM AID PLEDGING EXERCISE: 

A. IT HAS SO FAR BEEN EASY WITHIN INDIAN CONSORTIUM 
TO SWITCH AMONG ALTERNATIVE INSTRUMENTS OR MEANS 
IN PROVIDING OVERALL ASSISTANCE PACKAGE TO INDIA. 

THIS WOULD BE MUCH MORE DIFFICULT IF NOT IMPOSSIBLE 
IF A SEPARATE CREDITORS CLUB WERE SET UP. 

B. AS A MATTER OF OPTICS, DONORS CAN NOW PRESENT 
CAPITAL AID AND DEBT RESCHEDULING IN ONE BASKET. 

IF THESE TWO INSTRUMENTS ARE NEGOTIATED SEPARATELY, 

IT WOULD BE MORE DIFFICULT TO CONVINCE INDIA THAT 
THEY BOTH REPRESENT ASSISTANCE BY THE DONORS INVOLVED. 

C. NEITHER IBRD NOR LDCS WOULD WELCOME EFFORT TO 
SPLIT AWAY RESPONSIBILITY FOR RESCHEDULING. SO UNLESS 
THERE ARE CONVINCING REASONS FOR DOING SO, IT DOES 
NOT SEEM TO FRG TO BE WORTH IT TO RISK THE POLITICAL 
PROBLEMS THAT MIGHT BE INVOLVED. 

2. GEHRING NOTED THAT THESE ARE STILL PRELIMINARY 
FRG VIEWS, AND THAT FRG WILL BE DISCUSSING THIS 
QUESTION WITH OTHER EC COUNTRIES NEXT WEEK AT EXPORT 
CREDIT GUARANTEE EXPERTS MEETING IN BRUSSELS. 

HILT .F.NBR AND 
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